Recent debate about the place of psychotherapy in the National Health Service, while emphasisingthe importanceof economicevaluation,hasconcentratedalmostexclusively on issuesof clinical outcome. This paper argues that the debate has focussed on too narrow a definition of psychotherapyand too limited a view of the possibleeffects of psychotherapy,both goodand bad. It reviews evidenceconcerningthe demandand need for psychotherapy services in a number of clinical settings, and discusses the economic implicationsof the provisionof such services. Economicstudies of psychotherapyare reviewed and a conclusiondrawn that it might be possibleto justify the provision of psychotherapyserviceson economicgrounds,but that considerablymoreresearchneeds to be done in this area. The directions such future research might take are outlined.
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Within the last two years leading articles have appeared in four influential journals expressing serious doubts about the role of psychotherapy services within the National Health Service (NHS) (Shepherd, 1984; Wilkinson, 1984; Anonymous, 1984; Owynne Jones, 1985) . These critics, and those replying in defence of psychotherapy services (Aveine, 1984; Bloch & Lambert, 1985) imply that decisions aboutservice provision intheNHS are primarily economic decisions; nonetheless, they all fail to meet the challenge of such a view and concentrate instead on the effectiveness of psycho therapy in terms of clinical outcome alone.
The purpose of this paper is to emphasise our belief that there is a further priority than the question â€˜¿ is psychotherapy effective?'; namely, the economic appraisal of psychotherapy services. We are thus not concerned solely with whether psychotherapy works, but with whether it is worth spending scarce NHS resources on its provision. We wish to establish a different framework for considering psychotherapy than clinical outcome alone, and to this end we shall consider how economic issues could be approached in psychotherapy research, and suggest a protocol for future research in this area.
In the discussion below we shall adopt a fairly wide definition of psychotherapy, based on that of the Royal Australian and New Zealand College of Psychiatrists:
Psychotherapy is the treatment of a patient by psychological processes in the setting of a patient-therapist relationship in which the involvement of the therapist is a clearly recognised factor. No specific theoretical orientation is implied, nor are specialistbehavioural treatments specifically excluded. Glass & Goldberg (1977) point out that just being â€˜¿ cheaper' is not a sufficient reason for preferring a course of action; â€˜¿ economising' is simply cost cutting and ignores benefits. The criterion of economic efficiency ensures that a community's resources are allocated such that the maximum benefit is derived. Alternatives are compared by reference to both costs and benefits. Such a criterion implies that a given treatment or pattern of care will not be preferred over another solely on the basis of either being less costly or more beneficial. Decisions depend on both relative costs and relative benefits. Drummond (1980) defmes four questions to which economic appraisal can address itself:
Economicfactors in assessment
1. What is the cost of a treatment? 2. What is the benefit gained from a treatment? 3. What is the most efficient way to treat a given condition? 4. Is the treatment worthwhile? The first two questions each refer to only half of the problem of cost-benefit analysis, and hence each can yield only half the required information.
In asking the third question, it is assumed that treatment will begiven (i.e. thetreatment objective is not itself in question) and hence cost-effectiveness analysis (see appendix) can be used to compare alternative forms of treatment. Examples of such studies are the comparison of methods for delivering long-term domiciliary oxygen to chronic bronchitics (Lowson et a!, 1981 ) and a comparison of day care against traditional inpatient treatment for inguinal hernias and haemorrhoids (Russell et a!, 1977) .
The answer to the fourth question is often taken for granted, but logically stands before question three. The question itself can refer to different issues.
For example, one could ask how much more (or less@) of an already existing treatment or screening programme can be justified. Neuhauser & Lewicki (1975) is a demand, usually expressed as symptoms, for subjective better health. Such symptoms are often related to psychological distress. Demand is thus related to psychiatric morbidity as it presents to health professionals, without implying that a patient is demanding any specific form of treatment. The second step is to decide whether those making the demand on services have a need (see appendix) for medical intervention. This is a professional decision, as is the third stepâ€"the decision as to how this need is best met. For example, is a depressive episode best treated by psychotherapy, in some other way, or by a combination of psychotherapy with other treatments?
There is clear evidence of a large demand on the health services for treatment of symptoms related to psychological distress. Such symptoms are most commonly found in general practice, or general medical and surgical settings, and are closely related to other forms of morbidity (Maguire et a!, 1974;  Goldberg, 1979; Hoeper et a!, 1979; Goldberg & Huxley, 1980; Goldberg, 1984 Goldberg, , 1986 Bridges& Goldberg, 1984; Orleans et al, 1985) . There is, therefore, a high level of psychiatry morbidity in the population served by the NHS and in the main it is very difficult to separate the two subpopulations suffering from emotional disorders and physical ailments. Depression, somatic representations of psychological distress and anxiety are the three most common problems; over 80010of those with recog nisable disorders have affective illnesses, or alcohol or personality problems for which psychotherapy is a recognised treatment.
The evidence is that identified psychiatric illnesses are poorly managed in medical settings, whether hospital or general practice (Marks et a!, 1979; Goldberg & Huxley, 1980; Bridges & Goldberg, 1984; Goldberg, 1984 Goldberg, , 1986 . Patients with associated physical and psychiatric disorders have a poorer prognosis if the psychiatric disorders are left un treated (Querido, 1959; Follette & Cummings, 1967; Goldberg et a!, 1970; Cay et a!, 1972; Kogan et a!, 1975; Moffic & Paykel, 1975; Whitlock & Siskind, 1979; Hawton, 1981) .
Johnstone & Goldberg (1976), however, foundthat psychotherapy shortened the duration of such the â€˜¿ overutilisation' of medical services. The implica tion is that patients presenting with physical symptoms associated with psychiatric conditions are managed in ways that focus on physical rather than psychiatric symptoms. There is no reason to suspect that this is less true in Britain than the USA, and many Health Service resources such as special investigations, medication, and inpatient or out patient care are utilised by these patients in an attempt to alleviate their physical symptoms.
Several studies (Follette & Cummings, 1967; Goldberg et a!, 1970; Kogan et a!, 1975; Levitan & Kornfeld, 1981; Mumford et a!, 1984; Borus et a!, 1985) emphasise the â€˜¿ offset effect' of decreased utilisation of services when psychiatric treatment is provided. Not only is the duration of psychiatric morbidity reduced, but physical symptoms also improve, and the utilisation of other medical services (for example radiological and pathological investi gations, outpatient attendances and inpatient stay) is decreased. Mumford et a! (1984) and Schlesinger et a! (1981) have reviewed the evidence for the role of psycho therapy in such patients, concluding that as well as it being an effective treatment, there are measureable changes in the use of services. The former study suggests that psychotherapeutic intervention reduces the utilisation of medical services by up to 20Â°lo; the latter confirms this finding amongst such diverse populations as alcoholics and asthmatics.
It is important to point out that an â€˜¿ offset effect' should not automatically be equated with a saving in resources. Firstly, such potential cost savings are calculated at average cost; the associated marginal costs (see appendix) are often considerably lower.
Secondly, the savings are not always realisable, as a large proportion of costs are fixed in the short run, for example staff salaries and capital. Any released resources could beusedtotreat other patient groups, or additional numbers of similar patients. Thus for example, as the length of stay is reduced, extra patients may be treated; the cost per patient is reduced, but the total cost of providing treatment for all patients (including those extra) may remain the same or even increase. In this situation, additional benefits (measured as â€˜¿ cured patients' or some other index of improved health) must be set against the maintained or increased costs.
In certain situations there can be a true saving, such as treatments that reduce the consumption of drugs. A number of studies (Koch, 1979; Robson ci a!, 1984; Catalan eta!, 1984a,b) have examined the effect of different forms of psychotherapy on the prescribing of psychotropic medication in general practice. A clinical psychologist attached to a general practice reduced the prescription of psychotropic medication by 50Â¾ (Koch, 1979) or the equivalent of 28% of the salary of a senior clinical psychologist (Robson ci a!, 1984) . Catalan et a! (1984a,b) demonstrated that counselling offered by General Practitioners (GPs) significantly reduced the pres cription of psychotropic medication without an increase in the time spent with patients. Counselling may also reduce the number of GP consultations (Koch, 1979; Ashurst, 1982) . The Ashurst study implies that it may be possible to pick subgroups of patients where cost offsets are more likely to accrue.
Psychotherapy may also avert hospital admission. For example, in the study of Langsley et a! (1971) patients receiving Family Crisis Therapy were less likely to be admitted to hospital in the 18-month follow-up period and their admissions were shorter. Crisis intervention was found to be cheaper, costing on average one-sixth as much as hospitalisation at 6 months. Rosser ci a! (1983) in a study of patients crippled by chronic obstructive airways disease found that patients who were given psychotherapy had fewer hospital admissions than a control group (3lÂ°lo against 73Â¾). 
Conclusionsand implicationsfor future research
We have reviewed a wide range of evidence which suggests (a) that psychotherapy has an effect: (b) that this effect can in some circumstances be beneficial and (c) that it may, in economic terms, be possible to justify the provision of a psychotherapy service within the NHS. We have made the point that outcome measures alone are of limited value in assessing a treatment, and the well recognised It is necessary to define the patient group involved, the aims of treatment, and the kinds of treatment being offered. A further point is that therapist training may be a substantial cost in the delivery of psychotherapy. Ideally, these costs should be included, but an alternative would be a comparison between trained and untrained therapists working with the same patient group.
2. Secondly, there is clear need for economic markers to be included in evaluation at whatever level it is performed, whether this be studying the clinical work of one therapist or the provision of a regional specialist unit. It is by no means an easy task, but it is nonetheless important, firstly, to define all relevant costs (e.g. marginal not average) and secondly, to include them in any evaluation. Even if both of these are achieved there may be great difficulties in accurately measuring or putting a value on many costs, especially the â€˜¿ soft' social costs such as loss of leisure time (Goldberg & Jones, 1980 OHE, 1985) and one fruitful area in psychotherapy research could be the designing and evaluating of disability scales or health indices sensitive to the changes produced by psycho therapy.
A further dimension to the application of cost benefit analysis should be its extension to societal costs and benefits. Benefits, such as reductions in absenteeism, sickness benefit and lost productivity may be defined as true cost savings, though not directly accruing to the providers of the psycho therapy service. Such benefits are not well docu mented in the studies that have been performed (Yates & Newman, 1980b; APA, 1982) .
3. Thirdly, such evaluation must be accompanied by comparable evaluation of alternative forms of treatment so that they can genuinely be compared in terms of overall costs and benefits. It must be remembered that offering no treatment at all is a real alternative; all treatments should be compared with the benchmark of doing nothing. This entails special difficulties in psychotherapy research where â€˜¿ placebo' or research interventions may well contain a therapeutic component (Bloch, 1983) , and studies should be designed to take this into account.
4. Finally, the search must continue, not only for the most cost-beneficial treatment or combination of treatments, but also for the most cost-effective way of delivering such treatments. Even if the benefits of psychotherapy were shown to outweigh the costs, this would not necessarily justify providing a serviceâ€"other treatments may produce a more favourable ratio between benefits and costs. Should a treatment be shown to be both clinically effective and have a favourable cost-benefit ratio, this does not mean it should be provided in that form. It may be possible to alter delivery of the treatment to make it more cost-effective. representsthe satisfactiongained, so the greater the utility the greater the demand. In the NHS the commodity in demand is â€˜¿ better health'. Health is viewed by health economists as a â€˜¿ fundamental commodity' for which demand is generated for its own sake. The demand for health care is considered to be secondary to the demand for better health.
Need is based on the assumption that the individual consumer of health care lacks relevant information on which to make judgements about the effects of treatment options open to him. The doctor decides on the quantity and type of health care required by the patient. Thus the patient's needs involve expert assessment and decision. Needs are therefore not absolute, but relate to the end being sought, involve the values of a third party (which must be madeexplicitin any assessment study)and can be rankedand costed. 
